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PARTIV
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM §-K.

{a) The following documents are filed as part of this Report:
1. TFinancial Statements.

2. Financial Staternent Schedules.

Schedule Mo, Description
L Veluation and Qualifying Accounts
3.  Exhihits
Exhibit .
Number Description of Exhibit

3.01(1) Restated Certificate of Incorporation of the Registrant.

3.02(1)  By-laws of the Registrant.

3.03(16) Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant.
10.01(2) Emplovment Agreement between the Registrant and Howard S. Jonas.
10.02(18) 15996 Stock Option and Incentive Plan, as emended and restated, of the Registrant.
10.03(3)  Form of Stock Option Agreement under the 1996 Stock Option and Incentive Plan.
10.04(4)  Form of Registretion Rights Agreement between certain stockholders and the Registrant.
10.05(1y  Lease of 204 State Street.
10.06(5)  Lease of 190 Main Street.
10.7(6) Form of Registration Rights Agreement between Howard S, Jénas and the Regisirant.
10.8(10)  Employment Agreement between the chiétrant and James Courter.
10.9(7 Agreement between Cliff Sobel and the Registrant.
10.16(10) Employment Agreement between the Regis&ant and Ha! Brecher.
10.11(10) Employment Agreement between the Registrant and Howard S. Jonas.

10.12(8)  Agreement and Plan of Merger, dated April 7, 1998, by and among ¢he Registrant, ADM Corp.,
InterBxchange, Inc., David Turock, Eric Hecht, Richard Robbing, Bradley Turock, Wai Nam
Tam, Mary Jo Altom and Liza Mikulynec,

10.13(9)  Securities Purchase Agreement between the Registraut, Carlos Gomez and Union Telecard
Alliance, LLC.

10.14(10) Credit Agreement, dated as of May 10, 1999, by and among the Registrant, various lenders party
thereto, Lehman Commerciel Paper Inc., CIBC World Markets Corp. and Bankers Trust
Company.

10.15(10) Pledge Agreement, dated as of May 10, 1999, by and among the Registrant, certain subsidiaries of
the Registrant and Bankers Trust Company, as Collateral Agent.

10.16{10) Security Agreement, dated as of May 10, 1999, by and among the Registrant, certain subsidiaries of
the Registrant and Bankers Trust Cormpany, as Collateral Agent.

10.17(10)  Subsidiaries Guaranty, dated as of May 10, 1999, by and among the Registrant, certain subsidiaries
of the Registrant and Bankers Trust Company, as Collateral Agent,

10.18¢(10) Loan Agreement between the Registrant and Stepben Browmn.
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Exhibit

Internet/Telecommunications Agreement, dated as of May 7, 1999, by and between Registrant and
Joint Marketing Agresment, dated 28 of May 7, 1999, by and between Registrant and Net2Fhone,

DT Bervices Agreement, dated as of May 7, 1999, by and between Registrant and Net2Phone, Inc.
Net2Phone Services Agreement, dated as of May 7, 1999, by and between Registrant and

Assignment Agreement, dated as of May 7,1999, by and between Registrant and NetZPhone, Inc.
Tax Sharing and Indemuification Agresment, dated as of May 7, 1999, by and betwenn Registrant

Separation Agreement; dated as of May 7, 1999, by and between Regisirant and NetZPhone, Ine.

Co-location and Facilities Management Services Agreement, dated as of May 20, 1999, by and
between Registrant and Net2Phone, Inc,

Lease of 520 Broad Street, Newark, New Jersey.

Amendment to Lease of 520 Broad Street, Newark, New Jersey.

Option Agrzement, dated as of March 3, 2000, between IDT Corporation and AT&T Corp.
Amendment to Option Agreement, dated as of April 5, 2000 between IDT Corporation and AT&T

Subscription Agreement, dated as of March 24, 2000, between IDT Corporation and Liberty Meadia
Amendment to Subscription Agreement, dated as of May 26, 2000, between IDT Corporanan and
Letter Agreement, dated as of March 28, 2000, between IDT Corporation, AT&T Corp. and

Letter Agreement, dated as of March 30, 2000, between IDT Corporation, AT&T Corp. and

Conversion, Termination and Release Agreement, dated as of April 3G, 2000, between IDT
Corporation, Terra Networks, 5.A., Terra Networles UUSA, Inc., Terra Networks Access Services
USA LLC and Tarra Nerworks Interactive Services USA LLC,

Stock Exchange Agreement, dated as of April 18, 2001, by and among IDT Investments Inc., IDT
Corporation, IDT America, Corp., 225 Old NB Read, Inc., 226 Old NB Road, Inc., 50 Park Place
Holding Company, Inc., Liberty Media Corporation, Microwave Holdings, L.L.C. and Liberty TP

Stockholders Agreement, dated as of November 26, 1997, by and among Teligent, Inc., Microwave
Services, Inc., Teleom-DTS Investors, LL.C. and NTTA&T Investment Inc. (Incorporated by
reference to Exhibit 2 to Schedule 13D, filed by The Associated Group, Inc. and Microwave
Services, Inc. on December &, 1997 with respect fo securities of Teligent, Ine.)

Number Description of Exhibit

10.19(1L1)

Net2Phone, Inc.
10.20011)

Inc,
10.21(11)
1022000

Net2Phene, Inc.’
10.23(i1)
10.24(11)

and Net2Phone, Inc.
10.25(11)
10.26(11)
10.27(12)
10.28(12)
10.29(13)
10.30(14)

Corp.
18.31(13)

Corporation.
10.32(14)

Likerty Media Corporation.
10.33¢(1%)

Net2Phone, Inc,
10.34(13)

Net2Phone, Inc.
10.35(15)
10.36{19)

Management, Inc.
10.57(19)
10.38(19)

Registration Rights Agreement, dated ag of March 4, 1998, by and between Teligent, Inc, and
Microwave Services, Inc. (Incorporated by reference to Exhibit 6 to Amendment No., 1 to
Schedule 13D, filed by The Associated Group, Inc. and Microwave Services, Ine. on March 9,
1998 with respect to securities of Teligent, Inc.)




Exhibit
Number Degeription of Exhibit

1G.60* Amendment to the Employment Agreement, dated October 24, 2002, between the Registrant and
E. Brian Finkelstein.

21.01* Subsidiaries of the Registrant.

23.01% Congent of Emst & Young LLP.
09.1(a)*  Certification of CEicf Executive Officer
90.1(1)*  Certificaion of Chief Financial Officer

*  filed herewith

(1) Incorpaorated by reference to Form S-1 filed February 21, 1996 file no. 333-00204.

(2) Incorporated by reference to Form 5-1 filed January 9, 1996 file ne. 333-00204.

(3) Incorporated by reference to Form 8-8 filed January 14, 1996 file no. 333-19727.

(4) Incorporated by reference to Form S-1 filed March 8, 1996 file no. 333-00204.

(5) Incorporated by reference to Form 10-K for the fiscal year ended July 31, 1997, filed October 29, 1997.

(6) Imcorporated by reference to Form S-1 filed Mareh 14, 1996 file no. 333-00204.

(7} Incorporated by reference to Form 10-K/A for the fiscal year snded July 31 1697, filed Pebruary 2, 1998,

(8) Incorperated by reference to Form 8-K filed April 22, 1998,

{9) Incorporated by reference to Form 10-K/A for the fiscal year ended July 31, 1998 filed December 4, 1998,

(10) Incorporated by reference to Form 10-Q for the fiscal quarter ended Fannary 31, 1999, filed March 17, 1999,

(11) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 1999, filed June 14, 1999.

(12) Incorporated by reference to Form 10-K for the fizcal year ended July 31, 1999, filed November 4, 1999,

{13) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 2001, filed March 12, 2000,

(14) Incorporated by reference to Porm 8-K filed March 31, 2000,

(15) Incorporated by reference to Schedale 14C filed June 12, 2000,

(16) Incorporzted by reference to Form 10-Q for the fiscal quarter endsd April 30, 2000, filed June 14, 2000.

{17) Incozporated by reference to Form 10-Q for the fiscal quarter ended October 31, 2000, filed December 15,
2000.

(18) Incorporated by rcfercnce to Form 10-0) for the fiscal quarter ended January 31, 2001, filed March 19, 2001.

(19) Incorperated by refersnee to Schedule 13D filed on April 30, 2001,

_(20) Incorporated by reference to Form 10-Q for the fiscal quarter epded October 31, 2001, filed December 17,
2001.

{21) Incorporated by reference to Form 8-K filed January 3, 2002.

(22) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30, 2002, fled June 14, 2002,

(23) Incorporated by reference to Schedule 13D filed on Augnst 21, 2000, with respect to NetZPhone, by IDT
Investments, IDT and Howard S. Jonas. '

(24} Incorporated by reference to Schedule 13D, filed on October 25, 2001, with respect to Net2Phone, by
Net2Phone Holdings, L.L.C., IDT Domestic-Union, LLC, IDT Investments Inc., IDT Nevada Holdings,
Inc., IDT Domestic Telecom, Inc., IDT Telecom, Inc., IDT Corporation, Howard S. Jonas, ITelTech, L1C
and AT&T Corp.

(25) Incorporated by refersnce to Form §-1/A of Net2Phone filed June 20, 1999,

(26) Incorporated by reference to Schedule 13D, filed on November 15, 2001, with respect to Net?Phone, by IT
Stock, Net2Phone Holdings, IDT D-U, IDT Investments, IDT Nevada, IDT D-T, IDT Telecom, IDT,
Howard S. Jonas, ITelTech and AT&T.

{b) Repoarts on Form 8-K.

On Angnst 28, 2002, the Registrant filed Amendment No.1 to its Current Report on Form 8-K originally
filed on January 3, 2002,




SIGNATURES

Pursuapt to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this Annual Report on Form 10-X to be signed on its beha.lf by the undersigned,

thereunto duly authorized.

IDT CORPGRATION

By: s/ JawmEs A. COURTER

James A. Courter
Vice Chairman and Chief Executive Officer

Date: Qctober 29, 2002

Pursuant to the requirements of the Securities Exchange Act of 1934 this Annual Report o Form 10-X has
been s1gned by the following persons on behalf of the Registrant and in the capacities and on the dates indicated,

Siguature Titles Date
s/ BowARD S, JONAS Chairman October 29, 2002
Howard 8. Jopas
/5! JamEs A. COURTER Vice Cheirman and Chief Exscutive October 28, 2002
James A, Courter Officer (Principal Execuuve
Officer)
/s/  STEPHEN R. BROWN Chief Financial Officer and Director Gctober 29, 2002
Stephen K. Brown (Principal Financial Officer)
/s/ _ MaRrCELO FISCHER Chief Accounting Officer and October 25, 2002
Marcelo Fischer Controller (Principal Accounting
Officer)
s/ MICHABL FISCHBERGER Chief Operating Officer and Director October 25, 2002
Michael Fischberger
/sfJovce 1 MasoN Director QOctober 29, 2002
Joyee I, Mason :
/8! Marc E. KNOLLER Director ' October 29, 2002
Mare E. Knoller
/s/  MosHE KaGANOFF Director October 29, 2002
Maoshe Kaganoff ‘
/s/  GEOFFREY ROCHWARGER Director ~ October 28, 2002
Geofirey Rochwarger
/s/ MEYER A, BERMAN Director October 29, 2002
Meyer A, Berman
/s/ ] WARBEN BLAKER Diractor October 29, 2002
J. Warren Blaker
a5




/s/ _ Saur K. FENSTER

Saul K. Fenster

/3! MicHA®EL I LEVITT

Micheel J, Levitt

/! WILLIAM ARTHUR OWENS

Wilitam Arthur Orwens

/s/  PAUL REICHMANN

Panl Reichmann

~/sf Wilram F. WELD

William F. Weld

Director

Director

Director

Director

Director
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Oztober 28, 2002

October 29, 2002

October 29, 2002

October 298, 2002

October 28, 2002




CERTIFICATIONS

I, James A. Courter, Chief Executive Officer of IDT Corporation, certify that:
1. Ihave reviewed this annual report on Form 10-K of IDT Corporation,

2. Based on my knowledge, this annual report does not contain any unirue statement of 2 material fact or
Omit to State a material fact necessary to make the statements made, in light of the circumstences under
which such statements were made, not misleading with 1espect to the period covered by this annual
report; and

3. Based on my knowledge, the financial statemments, and other financial information incladed in this
annual report, faisly present in &l material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this annual report.

Date: Qctober 29, 2002

fs/  JamEs A. COURTER
James A. Courter




CERTIFICATIONS

1, Stephen R. Brown, Chief Financial Officer of IDT Corporation, certify that;
L. Thave reviewed this annual report on Form 10-K of IDT Corporation;

2. Based on my knowledge, this annual report does pot contain any untrus statement of a material fact or

- omit to state & material fact necessary to make the statements made, in light of the circumstances under

which such statements were made, not misleading with respect to the period covered by this acnual
report; and '

3. Based on my knowledge, the financial statements, and other financial informstion included in this
annue] report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this annual report.

Date: October 29, 2002

fs/ STEPHEN R. BROWN

Stephen E. Brown




IDT CORPORATION
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Report of Independent Auditors .........coociniin., .................................... B2
Consclidated Balance Sheets as of July 31, 2002 202002 ... 'eve'vvns . TR -3
Consolidated Statements of Operations for the Years Endad July 31,2000, 2001 and 2002 .., .......... F4
Consolidated Statements of Stockholders’ Equity for the Years Ended Fuly 31, 2000, 2001 and 2002 ... .. E-5
Consalidated Staterents of Cash Flows for the Years Ended July 31, 2000, 2001 and 2002 ............ F-6

Notes to Consolidated Financial Statememls . .o v s ittt s e te sttt et s tiner s eetesns F-7




REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
IDT Corperation

We have andited the accompanying consolidated balance sheats of IDT Corporation (the “Company™) as of
July 31, 2001 and 2002, and the related consolidated siatements of operations, stockholders® equity and cash
flows for each of the three years in the period ended July 31, 2002. Our andits elso incladed the financial
statement schedule lsted in the Index at Item 15(x), These financial staternents and schedule are the
responsibility of the Company’s management, Our responsibility is to express an opinion on these financial
statements and sthednis based on our audits,

We conducted our audits in accordance with euditing standards generally accepted in the United States.
Those standards require that we plan and perform the andit to obtain reasonable assurance about whether the
financial statermnents are free of material misstatemnent. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An sudit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
fnanciel statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial stafements referred to above present fairly, in all material respects, the
consolidated financial position of the Company at July 31, 2001 and 2002 and the congolidated results of itz
operations and its cash flows for each of the three years in the period ended July 31, 2002, in conformity with
accounting principles generally accepted in the United States. Also, in our opinion, the related financial staternent
schedule, when considered in relation to the basic financial statments taken as a whole, presents fairly in all
maierial respects the information set forth therein.

New York, New York
October 24, 2002

/s/ ERwNsT & Young LLP




IDT CORPORATION
CONSOLIDATED BALANCE SHEETS

July 31
2001 2002
(in thousands, except share data)
- ASSETS
Current assets:
Cash and cesh equivalents ............... e e e e e $1,091,071 § 351,248
Marketable S8CUIIHEE ...ttt o e e 3,489 658,731
Trade accounts receivable, net of allowance for doubtful aceounts of $272,508 at
July 31, 2001 and §38.895 at uly 31,2002 ... ooiiern i 116,759 126,153
L8 1370l ey ou 1112 32,413 85,291
Tota] CUITEIE B88EE8 L v vttt e ettt et e e e et ee e e 1,242,732 1,201,423
Property, plam and equipment, 08E . ... v v vt vt e 224,042 250,631
GOodwill e e 178,293 32,702
Licenses and other intangibles, fet .. . ..ot e 19,511 25,503
BV tmEmES . . e 60,732 58,903
L0073 =T 155,27% 38,738
TOtAl B88EEE . . vt i e e e e e 31,881,589 $1,607,920
LIARYLITIES AND STOCKHOLDERS® EQUITY
Current liabilities:
Trade accounts PAYADIE . .. ..ottt e e e 3 163,313 § 121,52¢
A oTed B penEES ... e e e 54,893 124,437
Defarmed revenmue . ..o e 71,387 112,183
Capital lease obligations—cuwment DOrtion .. ...v.vvee i 20,927 22,960
Other current Habiliies . . .v ottt st e e e e e e 17,819 11,866
Total current Habilites .. ...t ot e e e 328,330 392,975

390,914 241,573

Deferred tax labilides, net ........... e e e e e e
Capital lease obligations—long-term POTHOT .+« o v v v eveoivee e eiee e 50,179 45,398
Other Babilities . ... .. e 14,502 3,088

Total Habilities . ...\ttt P, 783,534 683,434
WENOTEY ITBIBELE .« o oot ettt et et e e e 21419 34,056

Commitments and contingencies
Stockholders’ equity:
Preferred stock, $.01 par value; autharized shares—10,000,000; no shares

e L e e e e — —
Common stock, §.01 par value; authorized shares—100,000,000; 22,791,789 and

19,568,634 shares issued and outstanding in 2001 and 2002, respectively .. ... 228 196
Class A common stock, $.01 par value; authorized shares—35,000,000; S

9,816,988 shares issued and outstanding in 2001 2nd 2002 .. .......... . ..., ag 08
Class B common stock, $.01 par velue; autharized shares—100,000,000:

39,291,411 and 49,990,681 shares issved and outstanding in 2001 and 2002, .

TBEDEC VLY . L e e 393 500
Additional pald-in capital . ... ... e 494,003 606,387
Treastry stk @b COBt .. oottt e e (138,087) (153,713)
Accumulated ather comprebensive 1088 ... v (2,575 {2,675)
Retained ammings . . ... it e 722,086 418,737

Total stockholders’ SqUity ... ..o vert et 1,076,236 869,530

Total liabilities and stockholders’ BQUILY ... .. ' ovivir e enns 51,881,585 $1,607.920

See accompanying notes to consolidated financial statements,
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IDT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended July 31
2004 2001 2062
{in thousands, except per share data)
Revenues oo 81,093,912 51,230,950 $1,531,614
Costs and expenses: ' :
Direct cost of revenues (exclusive of items shown below) ........ .. 918,237 1,066,845 1,205,003
Selling, general and administrative .. ... ve e e 343,702 337,107 370,577
Depreciation and amortiZation ....ovvvvrrr v, 48,564 60,351 66,016
Impairment charges .. ... i e s —_ 189,357 114,310
Total costs 2nd EXDENSEE . vt v i ettt e e e 1,310,523 1,663,660 1,755,306
Loss oM OpErAEOnS « .ot e e (216,611)  (432,710)  (224,292)
Interest incosme, net ool .. e 7,231 52,768 21.757
Other income (expense):
Equity in Joss of affiliates . ...t e {(6,28%) (75,066) (43,589)
Gain on sales of subsidiary stock .. ... .. i 350,344 1,037,726 —
- Investment and other income {expense), net .. ...t annn. .. 258,218 164,762 (12,117
Income (loss} before income taxes, minority interests, extraordinary
-item and cumulative effect of accounting cheage ................. 392,893 747,480 (258,641}
MNOEY IMferests ...t (59,336) 5,726 22,070
Provision for (benefit from) incometaxes .......... .....ouui.. ... 218,403 200,393 (124,345
Income (loss) before extraordinary item and cumulative effect of
accounting change .. ... . e 233,826 532,359 - (156,366)
Extraordinary loss on retirament of debt, nat of income taxes of
Bl B0 e e (2,976) — —
Cumulative effect of accounting change, net of income taxes of
B33 e — — {146,983}
Netineome (Q055) . oottt e et e $ 230,850 $ 532,359 § (303,349)
Earnings per shars:
Income (loss) before extraordmar_v item and cumulative effect of
accounting change:
Basic ... . & 334 § 7.79 & (2.08)
Dilated oo e e 3 311 % 712 & (2.08)
Extraordinary loss on retirernent of debt, net of income taxes
BaSIC . 004 8 — % —
Diluted .o 3 (0.04} 3 S — —_
Cumulative effect of accounting change, net of income taxes
BaSIC o e $ — § — & (1.96)
Diluted . e b3 — 3 — % (196
Net income {loss) '
Basie L e $ 330 § 779§ 404
Diluted .. o g 307 § 712§ {(4.04)
Weighted-average number of shares used in calculation of earnings per
share:
Basic ....... P, A 69,923 68,301 73,108
Diluted ... 75,239 74,786 75,108

See accompanying notes to consolidated financial statements,
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DT COBPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS? EQUITY

(n thonsands, excepl share data)

Class A, . Class B Accgal;ulntell R . -

- ) Additonal ther etaines] Totn
Conmuvon Stock Conuvon Stack Coamon Stock Poiddn  Treasury Comprehensive Enrninss Stockliolders'
Shares  Amount  Shares  Amwunt  Shares Amuunt  Capital Stock  Xncome (Luss) (Deficit) Equity

Bolanceat July 3, 1999 . ... . ... . ... ... 23,982,854 1240 10,029,758 $100 34.012,612 %340 $3174022 % — 3 —  $@L123) $276579
Erercise of stock options . .................. e L310,700 13 — = 1,310,700 13 14,508 — — — 14,531
Income tax benefit from stock options exercised _......, . ...., - - - — — — 11,262 - - - 11,262
Conversion of Class A commaon stock to conumon stock ... .., .. 59,525 — (99.523) - — - — - - - -
Exewiseof warrants ....... . ... ... _..... e 19963 — — — 19963 — 117 — — — L7
Modifieation of stock options .. .. ......... .. ... ... ..., - - — = - 985 — - — 983
Issnance of common stock and Class B common stock . ... ... . 3,728,949 37 —_— —_ 3,728,949 37 128,574 —_ —— —_ 128,048
Change in nrealized gain (loss) in available-for-sale securties . . —_ = —  — - - — — {94.049) — (94,044}
Foreigi cutvency tyanslation adjustment .., .. ... ... ..., ... — — — — — — — — 1.391 — 1,391
Repurchase of common stock and Class B conunon stock . . . . . .. {3.142,735) (30 — —  (3,142,735) (31) (101.822) f— — — {1,883
Net income for the year ended July 31,7000 ... ............ — — — —_ — — — — . 230,850 230,850 230850
Comprehensive income . .. ... ..o e 138,197

Balanceat July 3L, 2000 ... .. ... ... .. ... .. ... .. 25959256 260 9970233 100 35929489 359 370,646 — (92,653) 189,727 468439
Exercise ol stackoptions .. ..., ... ... ... 00l 698,451 7 — — 343,000 4 6,872 — — — 6,343

- Income tax benclit from stock oplions exercised .. ............ —_— = — - — — 2,676 — - — 2,676

én Conversion of Clase A common stock to common stock . . ... ... 153,245 2 (153,245} (23] —_ —_ — -— — — —_
Issuance of stock options ... ........... e . — — — —_— — — 2,000 - — — 2,000
Meditfication of stock options _................ ... .. ..... — — — -— — — 3,082 — — -— 3082
Issvance of Class B common stock . .., .. ... .......... ... -— — — — 7,038,085 T 106,497 - —_ -— 106,568
Change in unrealized pain (loss) in available-for-sale securitics . . — — — — — — — — 89,148 — 89,148
Foreign currency translation adjustment .. ... ... ............. — — — _ — — e - 930 -— 930
Repuichase of common stock and Class B common stock . . .. .. (4,019,163) (41 — —  {4019,16%) .(4D) 2,320 (138,087 —_ —  (135,849)
Net income for the year ended July 31,2000 ... . ............ — — — —_ — — -— —_ 532,359 532,359 532,359
Cowprehensive income .. ... .. . 0 L 622437

Balance st July 34,2000 ... .. ... ... ... .. ... . 22,731,782 228 9,816,988 98 39291,4)1 393 494,093 (138.087) (2,375 722086 1,076,236
Exesciseof stockoptions ..., ... ... ... ... .. ... .. 1,906,594 19 —_ —_ 4,497,114 45 53,860 -— —_— — 53,924
Incoine tax benefit from stock options exercised .............. - - —_ = —_ — 21,601 — - — 21,601
Conversion of corumon stock to Class B cowmon stock ... ... . (3,728,949 (37 — _ 3,810,265 38 (1) — —_ — -—
Modification of stock options ... ..., ... e e - - - - 1,894 — — — 1594
Issuance of common stock for acquisitions ... ... . i — — _— —_ 2,391,801 24 34,940 — — — 34,964
Change in unrealized gain (loss) in available-for-sale secorities . . _— —_ S — — s — {1,064} — (1,064}
Foraign coriency transtation adjustment . ... .,.._ ... ... —_ - S — R — — — 264 — 964
Repurchase of commonstock .. ... ........ ... . ...... .. (1,400,800 (14) — — —_ — —_ (15,626} — —_ (15,640)
Net loss for the year ended July 31,2002 . .... ... ... ..... .. — — — — — — - —  (303,349) (303,349) (303,34D)
Comprebensiveloss ... ... . ... ... . ... ... .. ... .. ’ (303,449}

BalanceatJuly 31,2002 ... ... . . .. e 19,568,634 $196 0816988 $ 9% 49,990,681 $500 $606,387 $(153,713)  $2,675) $418.737 $869 530

See accompanying notes to consolidated financial statemnents.




IDT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

) Year ended Juiy 31
2000 2001 2002
(in thonsapds)
Operatipg activities ’ '
NELIDEEME (J058) .« . v et e e e e e e e e e e $230850 § 3552350 § (303,54;
Adjustments to reconzile pet mcom (].oss} to net cagh provided by (used in) operating activities:
Depreriaton 80 aMOTHZATDE « o vt v urrren e tnteeetnn e rnnseserrrenerarerrsnrarreens., 48,564 60,351 66,016
L e L —_ 199,357 114,210
Exizeordinary loss on redrerent of debt before Income 88 ..., .ey ., e e 4,570 — -
Cuynulative effect of accounting changs bafore INoOME TALES ... vt er ettt e ceeeenieer e — —_ 150,508
B L (59,536) 5726 2,070
Price guarantes of Class B COTIIOT BIOCE - -1 uvveeraattnnresenrettretnrteennnntsrninssns - — 5,510
Deferred wx lahilities 216,903 204,138 {127,342y
Issnance of common stock to chartable foundafion .. ... ..oviiiin i, . . 26,378 —
Net realized {gains)losges from sales of markstabls sectmities and iDvestments .. ....voeen'on.n... {261,025) ‘148,724 6,807
Equiry in doss of afHl8t8E L L. 4 uutrs it it et e e 6,289 75,068 43,980
Non-cash COmPEREAION . o\ sttt ars e e e e e e arany 42,917 3,082 1,804
Gain on Tveom SetBmEERt ...yt ee i iee st eiite et e er st e e aas RETTRTN —_ {313,486) —_
Gain on sales of SUbSAIANY BEOTE v\ i us v et et e e e e e 350,344y (1,037,726) -
Changeg in ageets and ligbilities:
Trade accotnrs FEEEEVEBIE L. . v vt urse s aeee et ee s b e et e et r e e st (52,643 36,028 25,151
OTHET BEBBIE ... 1o e e ee e tes e e en e e et ettt e e et (28,134) 14,234 (4.364)
Trade accannts payable, accroed expenses and other Babilties . oo .ou o inae e 90,053 64,675 {23,238)
i o T R 34,026 7271 39,981
Net cash provided by (Used in) ODEFEHIZ BOHVIHES «vuu.s'vnseseensne s estenernearesenerninnss 77,000) 26,228 21,743
Investing activities : '
Purchases of property, plant And BQUIDIATE . ..o v i veian v rerare et et ettt (101,192 (106,513) {39,245)
Issmanee Of BOtes rereiVaD]E L. . ..t iyt e e e e e — {12,088) (8,543}
Investments and sequisiions, net of cash asquired ... .00t irer e e i (38,803) (73,722) (81,398)
Collecton O DOtEE FEEBIVEDIE . . v vttt e ettt e e e et t e et e e e e e 0,524 — —_
Sales of markatable pectTiies . ... e iuna.n —_ 164,052 742,866
Purchasee of marketeble SECUTIHEE . oo o vu et vt et o ittt tas eteee e r s e, {7,059 — (1,389,171)
Net proceeds from sale of equity interests in subsidiary 115,434 1,042,113 —

(G2096)  1,01384F (785,491

Net cagh (uged in) provided by investing activities
Financing activities

Proceeds from exercise of stock options for Net2Phone .. ..uvvinirineenienin i iienninnn., 8,172 -— —
Distributions to winomty shereholder of & subEEAIY ..o vrveeiie e e (3,177 15,508) (19,018)
Proceeds from BOITOWIDES . .\ vv v vvrs et e e e tva sttt s i e e et e e rs et e s et ans 13,898 —_ —
Procesds fram eXErGlEe OF WEITAIIE 1 v\vv 'y it erenesyenenverrre s ar s te e tran e e et 117 — —
Proceeds from exercise of Stok OPHORE . .. oottt ittt e e 14,534 6,883 53924
Repayment of capival lease OBLIEABOTE .+ .o vttii ettt tir e et et e ee e r ettt vt e (6.833) (14,738) (19,033)
L ez ol ATy de T (108,145 (26,054) (6,308)
Procesds from issuance of common stock and Class B eommon s100K v v v ooy v ce e 128,648 74,787 —
Proceeds from offerings of common stock by NEtZPhone .. .....ooiviiii et e i i 261,185 - -
Collection of lowns 0 stockbolders by NetZPIOne . .. .. vt vvero i e e ineee e, 623 — —
Proceads from sale 0f subSidiary SIOCK ... .. o ii i it 5,000 — 30,000
Procesds from 35UaRce O BT0TK DDEIOIE + oottt i ittt e et et e e et — 2,000 —
Repurchases of common stock and Class B oommon S100K . 4. oot e e eiens v s veae re e aan (101,883) {135,34%) (15,640)
Net cash provided by {used in) financiDg GCVIUES ...\ vur v ven sttt r e ie o asenaanenans 209,142 (111,877 23,925
Net {decrepse) intreas=incash . ............ b e e e e e e e et 106,576 028,192 (739,823)
Cash and cash equivalents af beginming 6f FEAT . ...\ ivi ottt i emas e aie e 52,903 162,878 1,091,071
Cash znd cash equivalents a1 End OF PEAL . ...ttt e ceree ettt s e S162,879 §1091,071 § 351,248
Supplementa) diselosure of rash flow information

Cash payments mBde FOr BTIEEESE o oo vt vt e e s e aas e v e e e e e e e s F 10074 3§ 7,997 § 5739

Cash paym=nte Tiade for IBE0TIE TBEEE . v u . vt n ettt ae et e et et b e aa s e $ 1050 3 5963 § 12176
Supplemental schedule of mon-cash investing and financing activities

Purcheses of property, plant and equipment through capital lease oblgations .........v'vvvnvnnsn. § 45541 5 27010 § 18311

Exchange of Net2Phone common stock for shares of Yahon! I8 . vvver e sreesreniee s § — F 150,000 % —

Issuance of Clase B common stoelk for 8equistiont .. o...v e ve oo i $ - — § 34964

See accompanying notss to consolidated financial statements.
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DT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
July 31, 2002

1. Summary of Significant Accounting Policies
Descriprion of Business
IDT Corporation (“IDT” or the “Company™) is a facilities-based multinational commumications company
that provides services and products to vetajl and wholesale customers worldwide, inciuding prepaid debit and
rechargesble calling cards, consumer long distance servicss, and wholesale carrier services. The Company also
operates several media and entertainment-related businzsses, most of which are cusrently in the early stages of

deveiopment.

Winstar Hoidings (“Winstar™), 2 wholly owned subsidiary of IDT, is a broadband and telephony service
provider to commercial and governmental customers. Through its fixed-wireless and fiber infrastructure, Winstar
offers local and long distapce phone services, and high speed Intemet and data communications solutions.

On May 4, 2001, the Compeny declared a stock dividend of one share of Class B common stock for every
one share of common stock, Class A common stock and Clasg B common stock, IDT distribwted the dividend
shares on May 31, 2001 to shareholders of record on May 14, 2001, The stock dividend has been accounted for
as a stock split and all references to the number of common shares, per common share amounts and stock options
have been restated to give retroactive effect to the stock dividend for all periods presented. The Class B common
stock commenced trading on the New York Stock Exchange on June 1, 2001 under the ticker symbol “IDT. B”,

Invesiment in Net2Phone

Until August 2000, the Company alse provided Intemnet telephony services through its majority owned
subgidiary Net2Phone, Inc, ("INetZPhone™). On August 11, 2000, the Company completed the sale of 14.9 million
shares of its holdings of Net2Phone's Class A common stock, at a price of 375 per share, to ITelTech, LLC
{(“TTelTech™), a Delaware limited Nability company controlled by AT&T Corporation (“AT&T". In addition,
TTelTech purchased four million newly-issued shares of Class A common stock from Net2Phone at a price of $75
pe- share. These transactions reduced the voting stake of IDT in Net2Phone from approximately 56% to 21% and
its economic stake in Net2Phone from approximately 45% to 16%. In recognition of these transactions, the
Company recorded a gain on sales of subsidiary stock of $1.038 billion during the year ended Fuly 31, 2001, and
deconsolidated Net2FPhone effective Angust 11, 2000, Accordingly, the Company accounted for its investment in
NetZPhone subsequent to the deconsolidation using the equity method of accounting.

On October 23, 2001, IDT, Liberty Media Corporation (“Liberty Media™) and AT&T formed a limited
lLiahility company (“LLC™), which through a series of transactions among IDT, Liberty Media and AT&T now
holds an aggregate of 28.8 million shares of Net2Phone’s Class A common stock, representing approximately
46% of Net2Phone's outstanding capital stock. Because the LLC holds Class A common stock with two votes
per share, the LLC has approximately 63% of the shareholder voting power in NetZPhone, IDT holds the
controlling membership interest in the L1.C and is the managing member of the LLC. Through July 31, 2002, the
Company accounted for its investment in the IILC using the equity method since its control of the LLC was
desmed to be temporary due to unilateral liquidation rights held by each of the 11.C members As of July 31,

2002, IDT's equity investment in Net2Phone was 19.2%.

In Angust 2001, the Financia]l Accounting Standards Board (“FASB”) Issued Statement of Financial
Accounting Standards (“SFAS”) No. 144, Accouniing jor the Impairment or Disposal of Long-Lived Assets,
which addresses financial accounting and reporting for the impairment or disposal of long-lived assets apd
supersedes SFAS No. 121, Accownting for the impairment of Long Lived Assets to be Disposed Of, and the
accounting and reporting provisions of Accounting Principles Board (“APB™) Opinion No. 30, Reporting the
Results of Operations for a Disposal of o Segment of a Business. SFAS No, 144 also amends Accounting
Research Bulleting (“ARB” 51), Conselidated Financial Statements, as amended by SFAS No. 54, Consolidarion
of ALL Majeriry-Owned Subsidiaries, to eliminate the exception to consolidation for a subsidiary for which
control is likely to be temporary. IDT will adopt SFAS No. 144 as of August 1, 2002, and will thus no longer
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IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continned)

account for its invegtment in NetZPhone under the eguity method of sccounting. Therefore, effactive August 1,
2002, Net2Phone will be reconsolidated. The consolidation will result in the inclnsion of IDT’s and Net?Phane's
results of operations end financial position beginning August I, 2002. This change in accounting will not change
the net income or lass that would have been reported had the Company continued to account for fts investment in
Net2Phone under the equity method of accounting. Summarized financial information for Net2Phone as of and
for the year ended July 31 is as follows:

2001 2002
{in thousands)
TOtAL CUITEIL BESEIE + . v e v e et s et eee e et ae s et e e e e e e e e e § 287572 § 114,138
BT - e e 411,403 171,696
WOTKING CaDIEAL L.ttt e e e e e 218,100 60,321
= T 150,158 137,855
Loss from oparations ... ... vt e e e e e e (240,2100  (257,794)

Basis of Consolidation and Accounting for Investments

The consolidated financial statements include the acconnts of IDT and all companies in which IDT has a
controlling voting interest that is not temporary (“subsidiaries™), as if IDT and its subsidiaries were 4 single
company. Significant intercomspany accounts and transactions between the consolidated companies have been
eliminated.

Investments in companies in which IDT has significant influence, but less than and other than temporary
controfling voting interest, are accounteé for using the equity method of accounting, Investments in companies in
which IDT does not have an other than temporary controlling intersst or an ownership and voting interest so
large as to exert significant influence are accounted for at market value if the investments are publicly traded and
there are no resale regirictions, or at cost, if the gale of a publicly-traded investment is restricted o1 if the
mvestment is not publicly traded. Due to the adoption of SFAS No. 144, effective August 1, 2002, IDT will
consolidate all companies in Wluch 1t has a controlling voting mterest regardless of whether that control is

INpPOTArY.

The effect of any chancres in [DT’s ownership interests resulting from the issuance of equity capital by
consolidared subsidiaries or equity investess to unaffilisted parties is included in gain on sales of subsidiary
stock.

Reclassifications

Certain priot year amounts have been reclassified to conform to the current vear's presentation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generaily accepted in the
United States requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual regults mey differ from those estimates,
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IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Revenue Recognifion

Communications services are recognized as rzvenue when services are provided. Revenue on sales of
prepaid calling cards is deferred upon activation of the cards and recognized as the card balances are
decremented based on minute usage and service charges. Unused balances are recognized as revenue upon
expiration of the calling cards, which is generally the later of six months from the date of first use and twelve

months from activation.

Revenues at our Winstar segment related to high-speed Internet and data services and local and long-
distance voice services are recognized when services are provided,

Purchase of Nerwork Capacity

Purchases of network capacity pursuant to Indafeasible Right of Use (“IRU") agreements are capitalized at
cost and amortized over the term of the capacity agreement, which is generally 15 years. Historically, we have
notbeen a provider of network capacity.

Direct Cost of Revenues

Direct cost of revenues consists primerily of termination costs, toll-free costs, and network costs—including
customer/carrier interconnect charges and leassd fiber cireuit charges. Direct cost of revenues also includes
connectivity costs for the Winstar’s fixed-wireless network backbone and lease payments for Winstar’s network
of buildings. Direct cost of revenues excludes depreciation and amortization expense.

Pmper-ry, Plant and Equipment

Equipment, buildings, and furniture and fixtures are recorded at cost and are depraciated using the straight-
line method over the estimated usefil lives of the assets, which range as follows: equipment—3 to 7 years;
buildings—40 years; and fumniture and fixtures—35 to 7 years. Leasehotd improvements are depreciated using the
straight line method over the term of their lease or their estimated wseful Hves, whichever is shorter.

Advertising Expense
The majority of IDT"s advertising expense telates o its consumer long distance business, Most of the
advertisements are in print or television media, with expenses recorded as they are incurred. Some of the
advertising for the consumer long distance business is also done on a cost-per-acquisition basis, where the
Company pays the provider of advertising based on a fixed amount per each customer who becomes a subscriber
of its services, in such cases, the expenses are recorded based on the aumber of customers who were added
during the pedod in question.

For the years endsd July 31, 2000, 2001 and 2002, advertising expense totaled approximsately $46.7 miition,
$17.1 million and $16.0 million, respectively.

During the year endsd July 31, 2000, the Company incurred approximately $28.0 million of costs to
terminate advertising arrangements. These advertising termination costs are included in selling, general and
administrative expenses in the accompanying consolidated statements of operations. No advertising termination
costs wers incurred for the years ended July 31, 2001 and 2002,




IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Software Development Costs _
Costs for the intermal development of new software products and substantial enhancements to existing
sofrware products to be sold are expensed a5 incurred until technological feasibility has been established, at
which time any additional costs are capitalized. For the years ended July 31, 2000, 2001 and 2002, research and
development costs totaled approximately $4.7 million, $2.5 million and $1.0 million, respsctively.

Capitalized Internal Use Software Costs

The Company capitalizes certain costs incured in connection with developing or obtaining internal use
software. These costs consist of payments made to third parties and the salaries of employees working on such
software development. For the years ended July 31, 2000, 2001 and 2002, the Company has capitalized $8.6
million, $2.5 million and $1.4 million, respectivaly, of intemal use software costs as computer software.

Repairs and Maintenance

We charge the cost of repairs and majntepance, inciuding the cost of replacing minor items not constituting
substantial betterment, to selling, general and administrative expenses as these costs are incurTed.

Long-Lived Agaets

In accordance with SFAS No, 121, the Company reviews its long-lived assets and certain identifiable
intangibles for impaimment whensver events or changes in circumstances indicate that the catrying amount of an
asset may not be recoverable. The analysis of the recoverability uvtilizes undiscountsd czsh flows. The
measurement of the loss, if any, will be caiculated as the amount by which the carrying amount of the asset

exceeds the fair value.

Cash and Cash Equivalents
The Company considers all highly lignid investmente with a maturity of three months or less when
purchased to be cash equivelents. Cash and cash equivalents are carried at cost, which approximates market
value. At Fuly 31, 2001 and 2002, the Company had 89% and 60%, respectively, of its cash and cash equivalents
In three and two financial institations, respectively,

Goodwill

In Tune 2001, the FASE issued SFAS No. 142, Goodwill and Other Intangible Assets. Under the new rules,
goodwill and intangible assets deemed to have indefinite lives will no longer be amortized but are subject to
impairment tests, performed at least annually, in accordance with the Statement. Other intangible assets will
continne to be amortized over their vseful lives.

Other intangibles
Licenses are amortized over 5 years using the straight-line method. Costs associated with obtaining the right
to use trademarks and patents owned by thizd parties are capitalized and amortized on a straight-line basis gver
the term of the trademark licenses and patents. Acquired core technology is amortized over 3 to 5 years. The
Company systematically reviews the recoverability of its acquired Xcenses and other intangible sssets to
determine whether an impairment has occurred. Upon determination that the carrying value of zequired licenses
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IDT CORPORATION
NOTES TO CONSQOLIDATED FINANCIAL STATEMENTS—{Continued)

and other intangible assets will not be recovered based on the undiscounted future cash flows of the acquired
business, the carrying value of such acquired licenses and other intangible assets would be deemed impaired and
would be reduced by a charge to operations in the amount that the carrving value exceeds the faiv value.

Foreign Currvency Translation

Asgets and Habilides of forelgn subsidiaries denominated in forsign cwrencies at July 31 are translated at
year-end rates of exchange and monthty results of operations are translated at the average rates of exchangs for
that month. Gains or losses resuliing from translating foreign cnmeney financial statements are recorded as 2
separate component of aceumulated other comprehensive loss in stockhiolders” equity.

Income Taxes

The Company recognizes deferred tax assets and liabilities for the future tax consequences attributable to
differences between the f{inancial staremepts carrying amounts of existing assets and liabilitiss and their
respective tax bases, A valuation allowancs is provided when it is more likely than not that some portion or all of
a deferred tax asset will not be realized, The ultimate realization of deferred tax assets is dependant upon the
generation of future tazable income during the period in which related temporary differences become deductible.
Management considers the schednled reversal of deferred tax liabilities, projected future taxable income and tax
planning strafegies in this asssssment. Deferred tax assets and liabilities are measured using the enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect oo deferred tax assets and liabilities of 2 change in tax rates is recogpized in
income in the period that includes the enactment date.

Earnings Per Share

Basic earnings per share is computed by dividing the net income (Ioss) atiributable to common stockholders
by the weighted average number of common shares ourstapding during the period. Diluted earnings per share
adjusts basic earnings per share for the effects of converible securities, stock options, warrants, contingemtiy
issusable shares apd other potentially dilutive financial instruments, only in the periods in which such effect is

ditutive.

Vulnerability Due 1o Certain Concensrations

Financial instruments that potentially subject the Company to concentration of credit risk consist principally
of cash and cash equivalents, marketable securities and trade accounts receivable. Concentration of credit risk
with respect to rade accounts receivable is limited due to the large number of customers iz various geographic
regions comprising the Company’s customer base, No single customer accounted for more then 10% of
consolidated revenues in Fiscal 2002. However, our 5 largest customers accounted for 15.2% of consolidated
revenues in Fiscal 2002, This concentration of revenues increases our risk associsted with nonpayment by these

CUustomers,

The Company is subject to risks associated with its international operations, including changes in exchange
rates, difficuity in trade accounts receivable collection and longer payment cycles.

Meznagement regularly monitors the creditworthiness of its domestic and international customers and
believes that it has adequately provided for any exposure to potential credit iosses.
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IDT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Confinued)

Fair Value of Financial Instruments

The estimated fair value of financial instruments has been determined using evailable mariet information or
other appropriate valuation methodologies. However, considerable judgment is required in interpreting markat
data to develop sstimates of fair value. Consequently, the astimetes ars not necessarily indicatdve of the amounts
that could be realized or would be paid in 2 current market exchange. At July 31, 2002, the carrying valie of the
Company’s trade accounts receivable, other corrent assets, trade accounts payable, accraed expenses, deferred
revenue, capital lease obligations and other current Habilities approximate fair value.

Stock Based Compensation

As permitted under SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS 123™), the Company
applies APB No. 25 in accounting for its stock option plans and, accordingly, compensation cost is recognized
for its stock options only if it relates to non-qualified stock options for which the exercise price was less thar the
fair market value of the Compeny’s common stock or Class B common stock as of the date of gramt. The
compensation cost of thess grants is amortized on a straight-line basis over their vesting periods. The Company
follows the disclosure only provisions of SFAS 123 and provides pro forms disclosures of net income (Joss) and
net income {loss) per share as if the fair value-based method of accounting for stock opticns, as defined

SFAS 123, had been applied.

Recently Issued Accounting Standards

In June 2001, the FASE issued SFAS No. 143, Accounting for Retirement Obligations (“SEAS 143, SFAS
143 establishes accounting standards for the recognition and messurement of an asset retirement obligation and
its associated asset retivemnent cost. It also provides accounting guidance for legal obligations associated with the
retirement of tangible long-lived agsets. The Company is required to adopt SFAS 143 on Angost 1, 2002 and
expects that the provisions will not have a2 material impact on its consolidated financial statements.

In Aprl 2002, the FASB issaed SFAS No. 145, Rescission of FASE Statements No. 4, 44 and 64,
Amendment of FASE Statement No. 13, and Technical Corrections (“SEAS 145™). SFAS 145 updates, clarifies
and simplifies existing accounting proncuncements, SFAS 145 rescinds Statement No. 4, which tequired all
gains and losses from extinguishment of debt to be aggregated and, if material, classified as an extraordinary
iters, net of related income tax effect. As a result, the criteriz in APB Opinion Nao, 30, Reporting the Results of
Operations Repornng the Effects of Disposal of a Segment of @ Business, and Extroordinary, Unusual and
Infrequently Occurring Events and Transactions, will now be used to classify those gains and losses because
Statement No. 4 has been rescinded. Statement No. 44 was issued to establish accounting requivements for the
effects of transition to provisions of the Motor Carrier Act of 1980, Because the transition has been completed,
Statement No, 44 is no longer necessary.

SFAS 145 amends Statement No. 13 to require that ceriain lease modifications that have economic effects
similar to sale-leaseback transactions be accounted for in the same mapner as sale-leaseback transactions. This
amendment is consistent with the FASB's goal of requiring similar accounting freatment for transactions that
have similar economic effects. SFAS 145 also makes technical corrections to existing pronouncements, While
those corrections are not substantive in nature, in some instances, thay may change accounting practice. IDT is
required to adopt SEAS 145, effective for Fiscel 2003. Upon adoption, any gain or loss on extinguishment of debt
previously clagsified as an extraordinary itemn in prior periods presented that does not meet the criteria of APB
Opinion No. 30, will be reclassified to conform with the provisions of SFAS 145, The Company does not sxpect
the adoption of SFAS 145 will have & material imipact o its congolidated financial statements,
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In June 2002, the FASD issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal -
Activities (“SFAS 1467). SFAS 146 requires Companies to recognize cosis associated with exit or disposal
activifies when they are incurred rather than at the date of a commitment to an exit or disposal plan. Pravious
accounting guidance was provided by Emerging Issues Task Force (“EITF™) Issue Na. 94-3, Liability
Recognition for Certain Employee Terminarion Benefits and Other Costs to Exit an Activizy (including Certain
Costs Incurred in a Restructuring) (EITF 94-3). SFAS 146 replaces BITF 94-3. The Statement is to be applied
prospectively to exit or disposal activities initiated after December 31, 2002. The Company does not expect the
adoption of SFAS 146 will have a material impact on its consolidated financial statements.

2. Marketable Securities

The Company classifies all of its marketable securities as “available-for-gale securities.” Such marketabie
securities comsist primarily U.S. Government Agency Obligations, which are stated at market value, with
urreaiized gains and losses in such securities reflected, net of tax, as “other comprehensive income (loss)” in
stockholders’ equity. The Company intends to maintain a liguid portfolio to take advantage of investment
opportunities; therefore, all marketable securities are classiffed as “short-term.” The following is & summary of
raarketable securities as of July 31, 2002:

Gross Gross
Unreglized TUnrealized
Cost Gains Losses Fair Value
(in thousands)
Short-term
Available-far-sale securities:
U1.5. Government Agency Obligations ............c.v.n.. $628,635  $349%0 § - 3632,125
Other marketable securities .. ... ..o i 32,269 — (5,663) 26,606

5660,904  $3.490  $(5.663) $658,731

The foliowing is a sumrnary of marketable securities as of July 31, 2001:

Gross Gross

Unreatized Unrealized Fair
Cost >ains Losses Value
(iz thousands)
Shori-term
Available-for-sale securities:
U.S, Government Azency Obligations ...................... $1,130  §— $ (33 $1.117
Other marketabie securities .. ... v i i 5,318 — (3,946) 2,372
$7,468 $— $32,979) §3,489

Sales and realized (gains) losses from the sale of available-for-sele securities for the years ended July 31,
2000, 2001 and 2002 amounted 1o approximately $104.2 million and $(28.3) million, $162.0 million and $126.0
million, and §742.9 million and $(1.5) million, respectively. The Company uses the specific identification
method in computing the gross realized gains and gross realized losses on the sales of marketable securitiss.

During Fiscal 2000, IDT sold approximately $55.0 million of held-to-manwity securities prior to their
maturity dates and recorded a loss of approximately $1.2 million. The securities were sold to fund certain
transactions. In connection with these sales, marketable securities with a cost basis of spproximately $22.0
million were reclassified as available-for-sale and through July 31, 2000, unrealized losses of approximately $0.§
miilion were included in accumulated other comprehensive loss.
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